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LEMON GROVE SANITATION DISTRICT 
AGENDA ITEM SUMMARY 

Item No. __3 ___ __ 
Mtg. Date __May 15, 2018__  
Dept. __Public Works__ 

Item Title: Public Hearing to Consider the Approval of the Sewer Capacity Fee Increase from 
$1,000 to $3,509 Effective July 1, 2018 

Staff Contact: Mike James, Assistant City Manager / Public Works Director 

Recommendation: 

1. Conduct the public hearing; and  
 

2. Adopt a resolution (Attachment B) approving the sewer capacity fee increase from 
$1,000 to $3,509 effective July 1, 2018.    

Item Summary: 

In February 2017, the District Board received a report regarding the progress of NBS Consultants 
(NBS) regarding the sewer rate study.  A component of that presentation recommended the need 
to review the sewer capacity fee (or connection fee) to determine if it accurately and fairly charged 
a fee to fund any capacity increasing needs that the District will construct in the future.  At the 
conclusion of that presentation, the District Board directed staff to work with NBS to complete the 
study and return with the results.   

In November 2017, the final report was presented to the District Board for review and acceptance.  
The report was accepted and staff was directed to move forward with a public workshop process 
as well as to return with an implementation process to consider the sewer capacity fee.    

The staff report (Attachment A) outlines all prior steps completed to date, information about the 
public workshop, and concludes with staff’s recommendation to conduct a public hearing to 
consider the adoption of a resolution (Attachment B) approving the sewer capacity fee increase 
from $1,000 to $3,509 effective July 1, 2018.   

Fiscal Impact: 

If approved, the new sewer capacity fee will increase from $1,000 to $3,509 effective July 1, 2018.  

Environmental Review: 

 Not subject to review  Negative Declaration 

 Categorical Exemption, Section        Mitigated Negative Declaration 

Public Information: 

 None  Newsletter article  Notice to property owners within 300 ft. 

 Notice published in local newspaper  Neighborhood meeting 

Attachments:

A. Staff Report 

B. Resolution 

C. NBS Capacity Fee Study (November 10, 
2017) 

D. Public Workshop Written Response 
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LEMON GROVE SANITATION DISTRICT 
STAFF REPORT

Item No.    3 ____  

Mtg. Date    May 15, 2018  

Item Title: Public Hearing to Consider the Approval of the Sewer Capacity Fee Increase 
from $1,000 to $3,509 Effective July 1, 2018 

Staff Contact: Mike James, Assistant City Manager / Public Works Director 

Discussion: 

In February 2017, the District Board received a report regarding the progress of NBS Consultants 
(NBS) regarding the sewer rate study.  A component of that presentation recommended the need 
to review the capacity fee (or connection fee) to determine if it accurately and fairly charged a fee 
to fund any capacity increasing needs that the District will construct in the future.  At the end of 
that presentation, the District Board directed staff to work with NBS to complete the study and 
return with the results.   

Capacity Fee Details: 

The current capacity fee, which was first established in 1981, for the District is $1,000.  When 
compared to the other 12-member cities of the Metro Wastewater Joint Powers Authority the 
District’s capacity fee is the lowest with the second lowest and highest fees equivalent to $2,500 
and $9,665.   

District customers are typically charged a one-time capacity fee per equivalent dwelling unit (EDU) 
at the time the customer connects or expands on its existing connection to the District’s sewer 
system.  The capacity fee requires new customers to pay for their share of costs to construct 
facilities required to provide their sewer service or in the case of increased density their increased 
intensity of use.  Revenues generated through capacity fees can be used to directly offset system 
expansion costs and/or for renewal and replacement capital projects.  Use of capacity fee 
revenues to offset these CIP costs reduces the amount of revenue required from rates assessed 
to existing users.  This way capacity fee revenues, in effect, reimburse existing users (through 
lower rates) for costs they have incurred to build and maintain capacity for new users to connect 
to the District’s sewer system.   

An agency can establish its capacity fee up to the maximum amount determined by an analysis.  
However, an agency can choose to adopt a lower capacity fee should it choose.   

Study Considerations:   

NBS considered three methodologies to update the capacity fee: 

1. Buy-In Method:  Based on the value of the existing system’s capacity.  

2. Incremental Cost Method:  Based on the value or cost to expand the existing system’s 
capacity.  

3. Combined Approach:  Based on a blended value of existing and expanded system 
capacity.  

For this analysis, NBS and District staff selected the combined approach to best realize a fair and 
accurate capacity fee.  Once the methodology was selected, NBS moved forward to review the 
projected customer growth and capacity needs, considered the costs to construct those 
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improvements at that time, and calculated the fee that will adequately afford to fund any future 
capacity fee increasing costs.   

The final report (Attachment C) details the specific customer growth estimates and anticipated 
capacity increasing needs that will be required to accommodate that growth which all support the 
recommendation to update the capacity increase from a current fee of $1,000 to $3,509.   

Capacity Fee Implementation Process:   

The new capacity fee, if approved, will increase the existing capacity fee from $1,000 to $3,509 
per equivalent dwelling unit (EDU).  For comparison, in Fiscal Years 2016-2017 and 2017-2018 
the District generated $32,160 (based on 32.16 EDUs) and $14,000 (based on 14 EDUs) in 
capacity fees each year.  If the maximum base capacity fee of $3,509 were implemented in the 
prior years, the fees would have equaled $112,849.44 and $49,126.   

In November 2017, the final report was presented to the District Board for review and acceptance.  
The report was accepted and staff was directed to move forward with a public workshop process 
as well as to return with an implementation process to consider the sewer capacity fee.  Prior to 
the public workshop, on April 2, 2018, District staff met with a representative of the Building 
Industry Association (BIA) to discuss the amount of the capacity fee proposed increase, when the 
increase will be considered by the District Board, and what may be a concern(s) from the BIA.  
The BIA shared with staff that the amount of the fee was a concern but not the chief concern.  The 
chief concern, was the amount of time that a developer has to spend navigating the 
planning/construction process.  Understanding the importance of streamlining the plan review 
process, staff shared the current estimated review process could be as short as 6 months to as 
long as 16 months.   

On April 16, 2018, District staff hosted a public workshop to explain what the connection fee is, 
how it is collected and what it is used for.  Furthermore, this was an opportunity for any member 
of the public to pose questions to staff regarding the fee.  One attendee attended the workshop 
that evening and he prepared a written response to District staff which is enclosed as a part of 
this staff report (Attachment D).  Other than that written response, District staff has not received 
any additional feedback.   

Alternative:   

The final report (Attachment C) which was reviewed and accepted by the District Board 
recommends that the capacity fee is increased from $1,000 to $3,509 at one time. 

As read in Attachment D, the idea of a three year gradual increase was recommended to help 
promote infill development because of the advertised fee.  After reading the observations and 
recommendation, staff maintains the original recommendation to move forward with a single 
increase next fiscal year.  The final amount is still relatively low when compared to other 
jurisdictions in the region, and it will continue to build the capacity fee fund to support all capacity 
fee increasing projects.   

Public Information:   

1. On April 16, 2018, at 6:00 p.m., District staff held a public workshop where one person 
attended; and  

2. On May 3, 2018 and May 10, 2018, District staff advertised a notice of public hearing in 
the East County Californian.   
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Conclusion:   

Staff recommends that the District Board conducts a public hearing and adopts a resolution 
(Attachment B) approving the sewer capacity fee increase from $1,000 to $3,509 effective July 
1, 2018.   
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RESOLUTION NO. 2018 -  

RESOLUTION OF THE DISTRICT BOARD OF THE LEMON GROVE SANITATION 
DISTRICT APPROVING THE SEWER CAPACITY FEE INCREASE FROM $1,000 TO 

$3,509 EFFECTIVE JULY 1, 2018 
 

 

WHEREAS, in February 2017, the District Board received a report regarding the progress 
that NBS Consultants (NBS) had regarding the sewer rate study; and  

WHEREAS, the current capacity fee for the District is $1,000 and was first implemented 
in 1981; and  

WHEREAS, capacity fees are one-time charges per equivalent dwelling unit (EDU) at the 
time the customer connects or expands on its existing connection to the District’s sewer system; 
and  

WHEREAS, the District’s existing capacity fee does not accurately account for the cost a 
new user should pay for a new connection or for the cost an existing user should pay to increase 
its existing capacity to the sewer system; and  

WHEREAS, NBS completed a detailed analysis of the District’s projected customer growth 
and capacity needs, considered the costs to construct future improvements, and calculated a fee 
that will adequately afford any future capacity fee increasing costs; and 

WHEREAS, the District Board finds it in the public interest to approve the sewer capacity 
fee analysis. 

NOW, THEREFORE, BE IT RESOLVED that the District Board of the Lemon Grove 
Sanitation District approves the sewer capacity fee increase from $1,000 to $3,509 effective July 
1, 2018.   

/ / / / / 
/ / / / / 
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